
 
 
 

 

 
Ann D. Berkowitz 
Associate Director 
Federal Regulatory Advocacy 

 
June 30, 2006 

1300 I Street, NW 
Suite 400 West 
Washington, DC  20005 
(202) 515-2539  
(202) 336-7922 (fax) 
aberkowitz@verizon.com 

 
 
 
Marlene H. Dortch 
Secretary 
Federal Communications Commission 
445 12th Street, SW 
Washington, DC 20554 
 

Re: In the Matter of the Pay Telephone Reclassification and Compensation 
Provisions of the Telecommunications Act of 1996, CC Docket No. 96-128 

 
Dear Ms. Dortch: 
 
Attached please find the Independent Accounts Reports by KPMG which Verizon is required to 
submit to the FCC per the requirements of 47, C.F.R. Section 64-1310, as discussed in the FCC 
Report and Order released on October 3, 2003 in the above docket.  Please let me know if you 
have any questions. 
 
Sincerely, 

 



Report of i\l~nagement 011 CompliallCt with Appliubl(' H;equiremt'l115
of.n C.F.R. 5«tioll$ U, 1310 ~ nd 64.1320 of Ihe I't'der:tl COlllllllluic:uimt§

Comminion'§ RulC$ and Regulatiolls

Managemelll ofVerimnt ("Verizon' (If the ·Company") is responsible forCSlablishing an<!
mainlaining the internal comrols O\'Cf iIs pII)' telephone cailiracking syslem ne<:essM)' for
compliance ",ilh 47 C F R- Section 64 1310(.)(1), 64 I32O(c), and 64 I32O(d) of the
Feder-II Communications Commi!;Sion's ("FCC") Rules and Rt'gIllations and related
requirements cor'lIaillt'd in CC Docket \lo 96-128. regarding TIw Pay 1t-1'pholl"
R«/w;sijicnliQII (llld ('om/1ItW;a1iOfl I'ro,'i~i(}/u oj/he Tf'/f'cOlllntll/llW/lOIIJ AN oj 1996

Management has evalUlllcd lhe Company's compliance with lhe applicable re<lutremen!s of
47 C FR SectKJn 64 13 100a)( I). using the criteria Ln 47 CF It SectIOn 64 1320(c) of the
FCC's Rules and Regulalions as the framework for the evaluation 13a';cd on this
cvaluation. we assert thaI as of June 29, 2006, lilc Company oomplies with the applicable
re(juircmems of 47 CF R Scclion 64.1310( aX I) in all material respects as described
below. Verizon has disclosed all material changes since Junc 30, 2005 to the auditoB
concem"'g the calluacking s~"Stem that must be disclosed in accordance with Section
64 13IO{t)ofthe FCC Rules and Regulations The matl.'fml changes do not affect Verizon's
compliance '" Ith 5«llOn 64 131O(a)( I)

Vtriwn providC$ lhe follo....ing informalion regarding its compliance \crWln h.as t"'v
5Cpanlte payphone compensarKJn environmcnts I) long dislance operations 1 flO
Operations"), OOl1SlSHng of imer LAT t\ and inlraLi\Ti\ loll sePo'iccs pro\'ided b~' Vcrizon
long distance carriers, and 2) Local t."lchangc carrier operations' C"LEe Operations").
consisting of local e~chanse and intraLi\TA toll scr,..ices pnwided by Verizon's local
exchange carners The assertions associated with each environmem are described
sepanltcly below

Verizon acts as lhe Coml,!ellllg Carrier' in the following call scenarios

I VlD post·paid calling card call.
2 VLD post-paid toll-frcc calls
J VLD op~rator services calls
4 VLD postpaid personal [oll-fr« calls

,
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neport of i\lHl1agemel1{ on Compliance with Applicable nequirerncllts
of47 C. F. R. Sections 64.1310 and 64.1320 of the f eden' I COllllll" 11 kations

Couunissioll's R"le' a"d Regulatiuns

5 VSSI prepaid callmg card calls
6 VSSI prepaid calling card Cllstomer service calls
7 VSSI1-800-USE-THE·VZ calls

Veri:wn LO Operations uses Billing Concepts. Inc (DCI) to perform payphonc compensation settlement
CertaLn assert ions included m th is report depend in who Ie or in part ujXln BCI performance, In support of
these assertions, Verizon relics lIpon a conlractual agreemenl between Verizon and RCI (Bet Contract),
which reqUires I3CI compliance with CC Docket No. 96-128, In addition, BCI has provided Veriwn ~n

independent third-pany audit rejXlrt to verify that effective controls and procedures relating 10 the~e

assertlOns have been establishCl:l and will be maintained by BCI Verizon h~s 110t conducted an
independent evaluation and makes these assertions based solely on lhe llC I Contract and third-party audit
report ofl3Cl's operations.

The assertions lur Ven7.0n LO Operations are made starting wilh the initial point m call record processing
at which Vem;on has visibility to the call tracking data. Verizon represents the following facls regarding
its Lll Operations in its role as lhe Completing Carrier These fadS are in fulf,lIment of the obligation of
Veriwn as described at 47 CF R. Section 64.1320(e)

A. Verilllu's procedures accurntely track calls to complcrion, as follows:

Verizon's syslem tracks completed calls, whi~h ilre calls answered by ~ third party

Verizon's systems are able 10 generale the followmg rel}()rts 00 a quarterly basis, and the third-pany
audil re[X)rt of BCI venfied thilt BCl's systems are able to generate the repons and repvrt d~ta fur
WhlCh RCI is responsible, as follows'

a) A hst (fthe toll.lree and ~ccess numbers dialed and colllpleled from eilch Payphone Service
Provider's (I'SP's) pa>11hone, along with the ANI (Autvm~tic Number Identification) digils for
each payphvne,

b) The \fVlllme vfcalls for e~ch toll· free and access number that was completed by Verizon

c) The name(s), address(es), and pllOne mnnber(s) oflhe person(s) responsible for handl ing Verizon's
payphone compensation

d) The Carrier IdeO! ification Code (CIC) or trunk routing grvup of all fadl ities·based long distance
carriers that rolltcd ealls to Verizon, categorized according 10 toll.free and access code numbers

3 Verizon Slores for 27 lll()mhs all of the data required lor the re[X)ns described in paragraph 2 alx>ve,
and the lime and date of every call identified m its (juarterly reports to PSPs. and the lhird-party audit
report of Bel verified that DCI also stores this data for 27 lll0nths

4 Veriwo's procedures for identifying PSPs are complete and accurate, and the third·party aud;l re[X)1l
ofBCI processes verified that llCI procedures for identifying PSI's are ill';O complete ~nd accurate

5 Veriwn's procedures for validating payphone ANls are complele and accurale, subject 10 provision o!
the relevant information by BCI, the completeness and accuracy of which the third-party audit report
of BCI processes verified



Rtport of Managtmtnl On Compli"Oltt with Appliublt Rtqui,.,mcnu
of47 C.F.R &clionJ 6-1.1310 2nd 6-1.1320 of tht Fed.,ral Communi." .. ionJ

Comminion's Rult:l and Rq:ulations

6 Verizon'J delinilion ofa "Compensable Call"' is in compliance wilh FCC rules

B. Verimn h~s identified IlCrsOl15 rtSpollsible for tracking. cOlllllCnS:ltillg. and ~"Solving disputes
conCl'rtling 11:I}'llhonc-col11plelcd calls, as follows:

Verimn has idenillied personnel resJXlHsible for dratling and mainlaining Ihe business requirements
associaled with call lracking. payphonc oomp.!rJsalion. and resolving dispules concerning
payphone-complC1.,d calls

2 Vem:on has identiliw ~nrlClresponsible for lhe dcvdopm.,nt and maim.,naocc of$~~tclm used in
lhe collect ion and reporting ofpa}llhon., call dala. and lhe lhird-pan~ audll report of BCI ,-enii.,d that
BCI has designated perwoocl responsible foc lhe de\"clopmenl and mainlcl\I.lICe oflhe J~'!ilcms under
their control u'led in the collection and reponing ofpa~llhonccall dala

3 Verizon has Idenllfied personnel responsible for lhe implementation and maimenance of procedures
Ihal are utilized In crealing Iinal compensatIOn dala selS arnllhe lhird-pany audil rcpon offiCI verilied
lhal Bel has designaled personnel responsible for lhe implementalion lind mainlenance of procedures
under lheir control that arc ulilized in creating final compensation data sets

4 Verimn has idenlified personnel who are responsible for developing eompensalion- lraeking repons
and the third-parly audil report ofnCI verifIed thaI BCI has designaled personnel who arc rt'Sponsible
for developing compensalion-ITacklng repons under lhelr control

5 Verizon has idemiliw pe~nnel "ho are responsible for pa~'Phone com~nSilllOn dispule resolulion
and the third·pany ludit repon ofBCI vcriroed that BClllas designated JlC"Onnel "'ho are responsible
for the payphone compensation dispute resolution urnln- liIt;r control.

6 Verizon has identilied peT$Onnel responsible for managing coordlllition wilh the payphone
clearinghouse ser....ices provider. l)iJling Conccpls, Ir'IC

C. Veriwn has effecti,'e data monitoring p'"ocedures, as fOllows:

VeriZlln has Ihe abilily to prepare quarterly reports on payphone call Counts, PSI' idemilks and
numbers din led and CompleII'd, and the third-pmy audit repon of liCI \enlied thaI liC] has Ihe abi lily
to prepare the quanerly rcpons on pa}llhonc call counts, PSP ide1l11tlCS and oumbers dialed and
compleled under the" control

2 Vem:on performs data mollllonng procedures on call record ''Olumes emermg lhe pa}llhone
com~nsatl()n systems

3 Va-izon performs fraud-momloring pnxedures to idel'ltify p0tCfl1ially il1egitimale pa~llhone calls

4 Verizon has the ability 10 investigate and resolve PSP dispulcs

I). Venzon adheres 10 established ]lroloeols 10 ensure lhal an}' software. l>ersonllel \I" allY olher
network changes do not ad\'Crsely affect its pa}"llhone c"lltrackill!: nbili.}., as follows:

Vcruon has security controls i1\ place to control access 10 and monitor call-uacking data, and Ihe
lhird-party audit repon ofBCI verified lhal BCI has eOlllrols in place 10 control access 10 and monilor
call-iracklllg dala

•
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Report of ]\'1 ~l1age",ent on Co mpliance with Applic~bk Req uirements
of47 C. F.R. Sl'ctions 64.1310 and 64.1320 of the Federal ConllllunicatiOllS

Commission's Rules and Regulations

2 VerilOn has security controls in place to control access to and monitor the payme~t disbursemem
system. and the third-pany audit repon of SCI venf'ed that flCl also maintains sllch controls

3 Verizon has a department lhat is responsible for making software changes that atTect payphone
compensation, and the third-party audit report of 13CI veriflcd that 13CI also maintains such a
depanment.

4 Verizon has establishe<J protocols to implement and test sonw~re changes ~!rect",g payplKllle
compensat ion. and the third-party audit report of BC I verified that BCI also maintains such protocol>

5 Verizon has appli~allon controls in place to ensure that network changes, external to payphone
compensation, do not negatively impact payphone compensation

E. Veri/.Oll c"e:ttes a compl'llsabk payphonl' call file by matching call detail records against
payphonl' identifiers, as follows:

Vemon utdizes switch data and database look-ups to populate the date, originating AN!. dialed
number, and aggregate data into a Compensable Call File

2 A compensable call for Verizon is one originating at a payphone and completed by Verizon

3 VerilOn uses payphone-specilic identifiers (info digits or ANI list,) to idemify a compensable
payphone call record, and the third-pany audit report of UCI verified lhat Bel also maintains such
identifiers

4 Verizon applies validation and control proeedurts to compile the Compensable Call File

5 Venzon uses lhe appropriate FCC defau It "per-call rate" to compensate PSI's, and the Hurd-pany audit
report ofBCI proeessts verified that BCI compe~sates payphonc providers based on Ihi, rille

F. Verizoll has procedures 10 incorporate cHli datH into required r1'llOrts as follows:

Vtriwn's sy,tem, are able 10 generate, and tile third party audit report of BCI verified lhal Bcr's
sy,tems are able to generate for the systems under their control, the following reports on a quanerly
basis

a) A list oftht toll-free and aeees, numbers dialed and completed from each PSP's payphones along
with the ANI for each payphone

b) The volume of calls for each toll-free and access number that was completed by Verizon

c) The name(s), address(es), and phone number(s) of the person(s) responsible for handling VeCizon's
payphone compensation

d) The C~rricr Identif,eation Code (CIC) or trunk routing group of all facilities-based 1.0 carriers that
routed calls to Verizon, categorized according to tOll-Cree and access code numbers

2 Verizon possesses a valid list of payphone owners identified by ANI, and the third-pany audit report
ofl3CI verified that BCI possesses a valid list of payphone owners identified by ANI

•
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Reporl of i'lI"n"gemcnt nn Compliance with Applicllble R("I"i,"t'mcllts
nf47 C.F. R. Scc.ions 64. 131 0 and 64. 132U of Ihl' "cdna I Com mlInications

COlllmission's Rules and Regulations

G. Veriwn has "nplemented procedures and coulrols needed /0 resolve I'ayphone cOlllpensation
disputes, as follows:

Verizon has the ability to investigate and resolve PSI' disputes

2 Verizon has designated pers.onnd who are responsible for paypoone compensation dispute resolution

3 Venzon filed a statelllenl on July 1, 2004 that "'eludes the names, addresses and phone numbers for
persons responsible for handling payments and resolving disputes. This !;talement will be updated
within 60 days of any changes of such persons, The stiltement was filed with the FCC Secretary and
made available to faeilitics-b~sed LD carriers and PSI's

4 VerilOn's data storage requirements are in compliance with lhe fCC rules.

11. Vl'rizon has contracted an independent third-part)' audito,' 10 telt criti"al controls ;1n,1
procedures 10 n'rify that crrors are immaterial, as follows:

Verizon has procedures to identify payphone-originated calls. and the third- pany aud it rel'()n of BCI
verifled that llCI also has sllch procedures

2 Verizon has procedures w capwre (lial-around calls

3 VeriLOn has procedures 10 exclude ineompl~le call> from the Cumpensable Call File,

4 Verizon has procedures to accurately populate call record data in the Compensable Call file

5 Veri7.0n has procedures to exclude separately commissioned calls from the Compensable Call Flie

I. Verizon has ill place adequate and elTe"live busin"ss rilles for implemcnting arld paying
pa)'phone cOlllpensatiOIl, including rilles lIsed 10: (i) i(kntify calls originafed from paYllhones:
(iil idelltif)' compensable pa)'phone e'llls: (iii) identify incomplete 0" Qlhl'nl'is,'
llOIl-Cortlllensnhle c~lIs; alld (iv) 'ktcrmine the idelltities {Of the payphone sen'ice providcrs to
which Verizotl owes cOlllllensatioll, as follows:

Verizon has business rules th~t identify calls originated from payphorles, and the lhird-party audit
report ofRCI verified that UCI ~Iso has such business rules

2 Verizoll has business rules lhat identify compensable payphone calls

3 Verizon h~s bus iness rules that exclude incomplele or otherwise non-compensable cal I>

4 Verizon has business rules to ddermine the identities of the PSI's to which Verizon owes
compensation

-
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RellOrt of _\'lanagelilent On Compliance with Applicilble Requirements
of47 C. F.R Sections 64.131 0 and 64. 1320 of the Federal Co III municatio liS

Co",mission's I~ures and Regulations

Verilon LO Operations - Required Oisclosure;; PCI' 6-1.1320((1)

Veriwn represents the following facts rcgarding its LD Operations in its role as the Compleling Carrier
These facts are in fulfillment oflhe obligatluns ufVeriwn as specified at 47 CF R Section 64 I 320(d)

VcrizOrl criteria for Identifying calls originating from paypIJone" include ~all rt.-"Wrd mfo-digit
identification of 07. 27. 29 or 70 In addition, originating Al\'I is abo used to idenlify
payphone-onglllattd calls.

2 Veriwn's criteria for identifying compensable payphone calls include all calls with info-digits 07, 27.
29 or 70 (or with a payphone-identif,ed Originating ANI) and call duration greater than zero (0) Calls
originating from a payphone whtre Vtri7.0n has a written compensation agrecment with tht payphone
Owner arc exdud~d from the Compensable Call File.

3 Vcrizon"s critcria for identifying incomplete or otherwise non-compensable calls include (I) cal!> that
do not have info-digits 07, 27, 29 or 70 (onhat arc not from a paypllOne-identified origlllatlllg ANI).
(2) calls with a duration of zero (0), or (3) calls that originate from payphoncs where Verizon has a
wrinen compensation agreemem in place

4 Verizon's criteria used to determine the identititS of the PSPs to which Verizon owes compensation
are established by Bel, VerizOIl LD's cleannghouse for scnlcments

5 The type of intormation that Venzon needs from the PSPs in order to compensate the PSP, l~

(lelerrnllled by BCI
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Report of Managemen{ on Complianre with A]lJlticabl .... ,~eqlliremen{s
of47 c.1'. R. Sections 64.131 0 and 64.1320 of the Federal COIIIlll" "ic"tiuns

CommissiUIl's I~ulcs and Regulations

II. LEC OpcratiOllS

Verizon is thc "Completing Carricr" for the following call !;cenarios

lmraLATA lOll·frcc and acccss code calls that originate and terminate in the !;arne LEC service area

An error in the payphone compensation prncessmg re,;ulted in inadvertent over and under payments of
payphone compensation to Payphone Service Providers (PSPs) The error occurred dUring the "'Lgration
ofpayphone compensation process,ng to a new system (TRACS) in October 2004 when il part'Clllar trunk
group was mistakenly misclassified as non-compensable Current controb in Venwn's dLspute
managenlem process enabled it to identify the error \vhile invcstigating a dispute lodged in September
2005 Verizon corrected the aforcmcmioncd error m the TRACS system in Kovember 2005 and ensurerl
that the processing of payphone compensation is accurate going forward FLmher, Verizon reprocessed
payphone compensation since October 2004 after the error was corrected and adjusted payphone
compensation to PSI"s accordingly

Veriwn represents the following facts regarding its LEe Opcrations in its role as the Completing Carrier
These facts are in fulfillment of the ohligations as set fonh at 47 C F.R Section 64 I 320(c)

A. Verizon's procednrcs a"""rmd)' (rack calls to completion, lIS follows:

Veriwn's systcm tracks complcted calls, which are call, answered by a thLrd party

2 Vcriwn's systems arc able to generate the following reports on a quarterly basis

a) A list of the toll·free and access numbcrs dialed and completed limn each PSP\ pilyphone~ along
with the A"'] for each payphone.

b) The volume of calls for each toll-fr~"e and access number completed by Vcriwn

c) The name(s). address(es), and phone numbcr(s) of the person(s) responsible for handlmg
Veriwn's payphotle compensation

3 Verizon stores for 27 months all of the data required for lhe repons described in paragraph 2 ahove,
and the time and date of every call identified in its quarterly reports to PSPs

4 Vcriwn's procedures for identifying PSI's arc complcte and accurate

5 Verizon's procedures for validating pa>1)hone ANls arc complete and accurate

6 Veriwn's dcfLnition of a "Compcnsable Call'" is in compliance wilh FCC rules

B. Veri'LOll has identified a persoll or persolls responsible for tracking, compensating. a,,,1
resolving disp"tes concerning pa)'phone·eOllll'tetetl calls. as follows:

Verizon has identified personnel responsible for draf\ing and maintaining the business reqUlrements
associated with call tracking, paypllOne compensRtion. Rnd resolving disputes conccrnlllg
payphone-completoo calls.

-



I

Rl"port of Management on Compliance with Applicable Reqllirements
of47 C. F.R. Seelions 64. 131 0 all <.I 64.1320 of the Fe,leml COllllllllnir;uiolls

COlllmission's Rules and Regulations

2 Veriwn has identified personnel responsible for the developmem and maintenance of systems used in
the collection imd reporting of payphone call data

3 Veriwn has identified personnel responsible for the implementation and mainlenanee of procedure,
that arc utilized in creating final compensation dala sels

4 Verizon has idemified personnel who arc responsible for developing compensation- tracking repons

5 Veriwn has identified personnel who arc responsible tor payphone compensalion dispute re,;olution

C. Vedzon has etTeeti.oe data moniloring procedlll"CS, as follows:

Verizon has lhe ability to prepare quarterly reports on payphone call COUnlS. PSI' identities and
numbers dialed and compleled

2 Verizon performs data monltormg procedures on eall record volumes entering the paypOone
compensation systems,

3 Verizon performs fraud-monitoring procedures to idemify polentially illegilunale payphone calls

4 Verizon has lhe ability to invesligale and resolve PSI' disputes,

D. Vel'i7,on adheres to eSlablished Pl"OlOrols to ensure that lIny software, pl"rsolluel or ,my other
nelwork changes do uotlldver:sely lIffect its pa)'pho11e call trileking ability, as follows:

Verizon has security controls m place to control access to and monitor call-tracking data

2 Verizon has security controls in place tu wntrol access to and monitor the payment disbursement
system

3 Veriwn has a department that is responsible fur making software ch~nges tllat alTect paypllone
compensation

4 Veriwn has eSlablished protocols to implement and test software ch~nges atTecting payphone
compensation,

5 Veriwn has application controls 1Il place to ensure that network changes> external to payphone
compensation, do not negatively impact payphone compensation

J::. Verizon ereiltes a eo,npl"nsable paYllhone call lile by llllltehing c"n detail recOI'lIs agaillSI
pOlyphone identifier'S, ilS follows:

Verizon utilizes switch data and database look-ups to populate the date. originating 1\;-.11> dialed
number. and aggregate data into a Compensable Call File

2 A compensable call fur Verizun is une uriginating at a payphone and completed by Veriwn

3 Verizoll uses payphone specific identifiers (coin indicator) to identify a compensable payphone call
record

4 Verizon applies validation and control procedures to compile tile Compensable Call File
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RcplOTt lOf i\lanagcmcn! (1) Comlliiance with. Applicable Requirements
lOf47 C. F, R. Scnions 64. I31 0 and 64.1320 of! he Federal Com l1Iunications

Commission's Rules and Regulations

5 Verizon uses thc appropriate FCC default "pcr-call rate" lor compen,ming PSP>

.... Veri:zon has procedures to incorporate c:lll d:lla ililo required "('porls, as flOllo\\'s:

Verizon's systems are able to generate the following re!X'rts 011 a quarterly basis

a) A list oftllc toll-free and access numbcrs dialed and completed li'om eacli PSP's payphol1es along
wilh. the ANI for cach payphone

b) The volume of calls for each lOll-free and a~~ess number complcted by Veriwn

c) Thc name(s), address(es), and phone number(s) of the person(s) responsible for handling
Verizon's payplione ~ompensation,

2 Verizon flO,>,>e'>Ses a valid lis! ofpaypliont owners identified by AN!

G. VcrizlOn has implcmcn!ed P"lOcclhJl'cs and controls needed to resoln' payphone compensatioH
disputes, as follows:

Veriwn has the ability to inves!igatt ilnd resolve PSP disputes

2 Veriwn has designated personnel who arc rcsponsiblc for payphonc compensation d"'pute re,olution

-' Veriwn filed a statement on Jllly 1. 2004 that incilldcs lhc namcs, addrcsscs and phone numhers for
persons responsible for handling payments and resolving disputes. This statement will be updated
within 60 days ofany change, to such persons, The statement was filed with thc I'CC Sccretary and
made avaLiable to facllitics-based LD carriers and PSI's

4 Verilon's data storage re1]uirements are on compliance with the FCC rulcs

11. VeriwlI has contractcd an indcl'cn<knt Ihird-pal1}" auditor to test critical COil trois amI
proced"","s 10 yerify that errOrS are immaterial, JlS follows:

Verizon has procedures to identify payplionc-originatru calls

2 Verizon has pro~edures to ~apture dial-around calls,

-' Venzon lias procedures to exclude incomplctc ~alls from thc Compcnsablc C~II File



Report of Management on Compliance with Applicable H<-quircnwnts
of47 c.r.R. Sections 64.1310 lInd 64.1320 {Of the Federal Communications

Commission's Rule,sand Regulations

4 Verlmll has procedures to accuralely populate call record data 111 the Compensable Call File.

5 Verimn has procedures to exclude commissioned calls from the Compensable Call FlIe,

I. Verizon has in place "de'lulite lind efTeetive business niles fo'· implementing aud pll)'ing
payphone compensation, including rules used to: (i) identify calls originated fmlll l'aYl'hones;
{iiI idcntify co"'pe''''lhle payphone clIlls; (iii) ideluify i""ol1lplete Or olherwis..
non-compensable \Calls; ,,"d (iv) determine Ih.. identities of tlw payphonc s,,,·vice !"oviders to
whieh Verizon owes COlllpensatiun, as follows:

Veriwn has business rules thm l(lentify calls origmated !I'om payphoncs

2 Vcrimn has business rules that idemify compensable payphone calls,

3 Verimll has business rules thai exclude incomplete or otherwise non-compensable calls

4 Verizoll has business rules to determine the identities of the PSI', to which Verimn owes
wlllpen,ation
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RqlOrt of .'hnage"'ent on Compliaoce with Applicabk Req"irements
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V''''i7011 U:C Operations - R'''IUi."Cd llisdoSll res pH 64,1320(d)

Verizon represents the following faets regarding its LEC Operations in its role as the Completing Carrier
The,e facts are in fulfillment of the obhgatH.>os ofVenzon as specified at47 C], R. Section 64, 1320(d)

VerilOn's criterion for identifying calls originating from paypllOnes is a coin-indicalor populated m
the call record

2 Verizon's criteria for identifymg compensable payphone calls include all calls with the coin-indicato!
populated and call duration greater than zero (0), Calb originatmg from paypoones where Verizon
LEC has a writlen compensation agreement with the pa>11hone owner are excluded from the
Compcns~ble C~II File.

3 Veriwn's criteria tor identifying incomplete or otherwise noncompens~ble calls include' (I) eall~ that
do !lOt have the coin-indicator populated, (2) c~lls with a duration ofzero (0), or (3) calls that origmate
from payphones where Veriwn has ~ written compensation ~greement with the payphone own"r

4 Verimn'> criteria u,,,(1 to det"rmine the identities of the PSI's to which Verizon owes mrnpenSatKl1l
are established during the Sales Order Proccss During the Salcs Ordcr I'rocess. all orders rela111lg to
payphones require infurmatH.l1l. consistmg of PSI' namc> addrcss. AN I and At"1 Iocat ion, to determine
the identities ofthe PSPs,

5 The type of Lnformation that Verizon LEC Operations needs lI'Oln the PSI's ,n order w compcnsate the
PSI's is the con'eCI identification inrOrmatlon, conSlsting of PSI' namc> address, ANI and ANI
location

Vcrizon Communications Inc ..,
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Mary J, Howe
Vic" PleSl(!enl Regulatory Compliance
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Report of Management on Compliance with Applicable Requirements
of 47 C.F.R Sections 64.1310 and 64.1320 of the Federal Communications Commission's

Rnles and Regulations

ManagementofMCI Communications Services, Inc. d/b/a Verizon Business Services
("Verizon Business" or "the Company"), a wholly-owned subsidiary of Verizon
Communications Inc., is responsible for establishing and maintaining adequate systems
and processes for its Pay Telephone Call Tracking System and for ensuring the
Company's compliance with applicable requirements of47 C.F.R. Sections
64.1310(a)(I), 64.1320(c) and 64.1320(d) of the Federal Communications Commission's
("FCC") Rules and Regulations and related requirements contained in CC Docket No.
96-128, regarding The Pay Telephone Reclassification and Compensation Provisions of
the Telecommunications Act of1996.

Management evaluated the Company's compliance with the applicable requirements of
47 C.F.R. Section 64.131O(a)(l) using the criteria in 47 C.F.R. Section 64.1320(c) of the
FCC's Rules and Regulations as the framework for the evaluation. Based on this
evaluation, we assert that as of June 29, 2006, Verizon Business complies with all
applicable requirements of 47 C.F.R Sections 64.1310(a)(l), 64.1320(c) and 64.1320(d)
in all material aspects as classified below. Further, there have been no material changes
since June 30, 2005 concerning our call tracking system or the Company's compliance
with 64. 13 10(a)(I) that must be disclosed to the auditors in accordance with Section
64.1320(f) of the FCC's Rules and Regulations.

Verizon Business acts as the Completing Carrier l in the following call scenarios:

» Postpaid Calling Card calls
» Prepaid Calling Card calls
» Toll Free calls
» Operator Services calls
» Wholesale Switch-less Based Reseller calls

Verizon Business uses National Payphone Clearinghouse ("NPC") to perform payphone
compensation settlement. Certain assertions included in this report depend in whole or in
part upon NPC perf0TI11ance. In support of these assertions, Verizon Business relies upon
a contractual agreement between Verizon Business and NPC (NPC Contract), which
requires NPC compliance with CC Docket No. 96-128. In addition, NPC has provided
Verizon Business an independent third-party audit report to verify that effective controls
and procedures relating to these assertions have been established and will be maintained
by NPC. Verizon Business has not conducted an independent evaluation and makes these
assertions based solely on the NPC Contract and third-party audit report of NPC's
operations.

I As defined in the FCC Report and Order in CC Docket No. 96-128, released on October 3, 2003,
regarding The Pay Telephone Reclassification and Compensation Provisions ofthe Telecommunications
Act of1996, paragraph 64. I300 (a), a Completing Carrier is a long distance carrier or switch-based long
distance rcseller that completes a cainless access code or subscriber toll-free payphone call or a local
exchange carrier that completes a'local, cainless access code or subscriber toll-free payphone call.
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Report of Management on Compliance with Applicable Reqnirements
of 47 C.F.R Sections 64.1310 and 64.1320 of the Federal Commnnications Commission's

Rnles and Regnlations

The assertions for Verizon Business are made starting with the initial point in call record
processing at which Verizon Business has visibility to the call tracking data. Verizon
Business represents the following facts regarding its role as the Completing Carrier,
which are in fulfillment of the obligation of Verizon Business as described at 47 C.F.R.
Section 64.1320(c):

(1) Verizon Bnsiness procedures accurately track calls to completion.

A. Verizon Business uses the appropriate FCC default "per-call rate" to compensate
PSPs, and the third-party audit repOit of NPC processes verified that NPC
compensates payphone providers based on this rate.

B. Verizon Business's definition of a "Compensable Call" (payphone-originated call that
completes over the Company's network in which Verizon Business identifies itself as
the Completing Carrier) is in compliance with the FCC rules.

C. Verizon Business's definition of a "Completed Call" (call that is answered by the
called party) is in compliance with the FCC rules.

D. Verizon Business stores twenty-seven months of data as required by the FCC rules.

E. Verizon Business's procedures for identifYing Payphone Service Providers ("PSPs")
are complete and accurate, and the third-party audit report from the National
Payphone Clearinghouse ("NPC") verified that NPC procedures for identifYing PSPs
are also complete and accurate.

F. Verizon Business's procedures for validating payphone Automated Number
Identification ("ANI") are complete and accurate, and the third-party audit report
from the NPC verified that NPC procedures for validating payphone ANIs are also
complete and accurate.

(2) Verizon Business has a person or persons responsible for tracking,
compensating, and resolving disputes concerning payphone-completed calls.

A. Verizon Business has designated personnel responsible for drafting the business
requirements associated with tracking, compensating, and resolving disputes
concerning payphone-compensated calls.

B. Verizon Business has designated personnel responsible for the development and
maintenance of systems used in the collection and reporting of payphone call data,
and the third-party audit report of NPC verified that NPC has designated personnel
responsible for the development and maintenance of the systems under their control
used in the collection and reporting ofpayphone call data.

C. Verizon Business has designated personnel responsible for the implementation and
maintenance of procedures that are utilized in creating final payphone compensation
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Report of Management on Compliance with Applicable Requirements
of 47 C.F.R Sections 64.1310 and 64.1320 of the Federal Communications Commission's

Rules aud Regulatious

data sets, and the third-party audit report of NPC verified that NPC has designated
personnel responsible for the implementation and maintenance of procedures under
their controI that are utilized in creating final compensation data sets.

D. Verizon Business has designated personnel who are responsible for developing
payphone compensation-tracking reports, and the third-party audit report of NPC
verified that NPC has designated personnel who are responsible for developing
compensation-tracking reports under their control.

E. Verizon Business has designated personnel who are responsible for payphone
compensation dispute resolution, and the third-party audit report ofNPC verified that
NPC has designated persOimel who are responsible for the payphone compensation
dispute resolution under their control.

F. Verizon Business has identified personnel responsible for managing coordination
with the payphone clearinghouse services provider, the National Payphone
Clearinghouse.

(3) Verizon Business has effective data monitoring procedures.

A. Verizon Business has the ability to prepare quarterly reports on payphone call counts,
PSP identifiers, and numbers dialed for completed payphone originating calls, and the
third-party audit report of NPC verified that NPC has the ability to prepare the
quarterly repOits on payphone call counts, PSP identities and numbers dialed and
completed under their control.

B. Verizon Business perf0l111s data monitoring procedures on call record volumes
entering the payphone compensation systems.

C. Verizon Business perf0l111s fraud-monitoring procedures to identify potentially
illegitimate payphone calls.

D. Verizon Business has the ability to investigate and resolve PSP disputes.

(4) Verizon Business adheres to established protocols to ensure that any software,
personnel or any other network changes do not adversely affect its payphone call
tracking ability.

A. Verizon Business has security controls in place to control access to and monitor call­
tracking data, and the third-party audit report of NPC verified that NPC has controls
in place to control access to and monitor call-tracking data.

B. Verizon Business has security controls in place to control access to and monitor the
payment disbursement system, and the third-party audit report of NPC verified that
NPC also maintains such controls.
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Report of Management on Compliance with Applicable Reqnirements
of47 C.F.R Sections 64.1310 and 64.1320 of the Federal Commnnications Commission's

Rnles and Regnlations

C. Verizon Business has a department that is responsible for making software changes
that affect payphone compensation, and the third-party audit report of NPC verified
that NPC also maintains such a department.

D. Verizon Business has established protocols to implement and test software changes
affecting payphone compensation, and the third-party audit report of NPC verified
that NPC also maintains such protocols.

E. Verizon Business has application controls in place to ensure that network changes,
external to payphone compensation, do not negatively impact payphone
compensation.

(5) Verizon Business creates a compensable payphone call file by matching call
detail records against payphone identifiers.

A. Verizon Business utilizes switch data and database look-ups to populate the date,
originating ANI, dialed number (where captured by the compensation system), and
aggregate data into a Compensable Call File.

B. A compensable call for Verizon Business is one originating at a payphone and
completed by Verizon Business.

C. Verizon Business uses payphone specific identifiers - info digits or ANI lists - to
identifY a compensable payphone call, and the third-party audit report of NPC
verified that NPC also maintains such identifiers.

D. Verizon Business applies validation and control procedures to compile the
Compensable Call File.

(6) Verizon Business has procedures to incorporate call data into required reports.

A. Verizon Business' systems are able to generate, and the third-party audit report of
NPC verified that NPC's systems are able to generate for the systems under their
control, the following reports on a quarterly basis:

A list of the toll- free and access numbers dialed (where captured by the
compensation system) and completed from each PSP's payphones along with the
ANI for each payphone.

The volume of payphone originating calls, for each toll- free and access number,
that were completed by the Company.

The name(s), addressees), and phone number(s) of the person(s) responsible for
handling Verizon Business's payphone compensation.
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Report of M'\Ilagement on Compliance with Applicable Requirements
of 47 C.F.R Sections 64.1310 and 64.1320 of the Federal Communications Commission's

Rnles and Regulations

The Carrier Identification Code ("CIC") code of all facilities-based LD carriers
that routed calls to Velizon Business, categorized according to toll- free and access
code numbers.

B. Verizon Business possesses valid lists ofpayphone owners identified by ANI, and the
third-party audit report of NPC verified that NPC possess a valid list of payphone
owners identified by ANI.

(7) Verizon Business has implemented procednres and controls needed to resolve
payphone compensation disputes.

A. Verizon Business maintains required payphone call-tracking data for at least eighteen
months required by the FCC.

B. Verizon Business has the ability to investigate and resolve PSP disputes.

C. Verizon Business has designated personnel who are responsible for payphone
compensation dispute resolution.

D. Verizon Business has filed a statement that includes the names, addresses and phone
numbers for persons responsible for handling payments and resolving disputes. This
statement will be updated within 60 days of any changes of such persons. The
statement was filed with the FCC Secretary and made available to facilities-based LD
carriers and PSPs.

(8) Veri:ron Business's independent third-party auditor can test all critical controls
and procedures to verify that errors are immaterial.

A. Verizon Business has procedures to identitY payphone-originated calls, and the third­
party audit repmi of NPC verified that NPC also has such procedures.

B. Verizon Business has procedures to capture dial-around calls originating from a
payphone.

C. Verizon Business has procedures to exclude incomplete calls originating from a
payphone from the Compensable Call File.

D. Verizon Business has procedures to accurately populate call record data m the
Compensable Call File.

E. Verizon Business has procedures to exclude separatelY commissioned calls from the
Compensable Call File.
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Report of Management on Compliance with Applicable Requirements
of 47 C.F.R Sections 64.1310 and 64.1320 of the Federal Communications Commission's

Rules and Regulations

(9) Verizon Bnsiness has in place adeqnate and effective bnsiness rnles for
implementing and paying payphone compensation, inclnding rules nsed to: (i)
identify calls originated from payphones; (ll) identify compensable payphone calls;
(iii) identify incomplete or otherwise non-compensable calls; and (iv) determine the
identities of the payphone service providers to which Completing carrier owes
compensation.

A. Verizon Business has business rules that identifY calls originated from payphones.

B. Verizon Business has business rules that identifY compensable payphone calls.

C. Verizon Business has business rules that exclude incomplete calls originating from a
payphone.

D. Verizon Business has business rules to determine the identities of the payphone
service providers to which Verizon Business owes compensation.

Verizon Business's Required Disclosures per Section 64.1320Cd) ofthe FCC's Rules and
Regulations

Verizon Business represents the following facts regarding its role as the Completing
Carrier. TIlese facts are in fulfillment of the obligations of Verizon Business as specified
at 47 C.F.R. Section 64. 1320(d):

• Verizon Business's criteria for identifYing calls originating from payphones include
call record info-digit identification of 27, 29, or 70. In addition, originating ANI is
also used to identifY payphone-origina1ed calls.

• Verizon Business's criteria for identifYing compensable payphone calls include all
calls with info-digits 27, 29, or 70 (or with a payphone-identified originating ANI)
and call duration greater than zero. Calls originating from payphones with a separate
compensation agreement in place are excluded from the Compensable Call File.

• Verizon Business's criteria for identifYing incomplete or otherwise noncompensable
calls include: I) calls that do not have info-digits 27, 29, or 70 (or that are not from a
payphone- identified originating ANI); 2) calls with a duration of zero; or 3) calls that
originate from payphones with a separate compensation agreement in place.

• Verizon Business's criteria used to detemline the identities of the PSPs to which
Verizon Business owes compensation is established by NPC and the third-party audit
report of NPC verified that NPC also maintains such a department.

• Verizon Business uses the clearinghouse, NPC, to perform payphone compensation
settlement.
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Report of Management on Compliance with Applicable Reqnirements
of 47 C.F.R Sections 64.1310 and 64.1320 of the Federal Communications Commission's

Rules and Regulations

• The type of infolmation that Verizon Business needs from the PSPs in order to
compensate the PSPs is the correct identification information consisting of PSP name,
address, ANI and ANI location.

Curtis L. Groves
Associate General ounsel
June 29, 2006

Page 7 of?


